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Nigeria Key Economic Indicators 


In $ millions unless otherwise indicated 


1977 
US$1.00 = .633 Naira 1975 1976 % change estimated 


INCOME, PRODUCTION, EMPLOYMENT 


GDP (fiscal year)* 23,143.5 25,518.8 10.3 28,071. 


Population (estimated) 75.75 77.72 2.6 79.74 


GDP (per capita) 305.5 328.3 7.5 352.0 
Crude Petroleum Exports 

(million bbls/day) 1.785 2.067 15.8 2.102 
Manufacturing Production 

(1972 = 100) 147.7 170.6 15.5 190.6 


AGRICULTURAL PRODUCTION 

(000 tons) 
Cotton 59 69 
Cocoa 216 170 
Peanuts 3 5 
Palm Kernels 290 250 


MONEY AND PRICES 


Money Supply 3,229.7 5,202.9 
Consumer Price Index 
(1960 = 100) 285.1 348.1 
Commercial Minimum Lending Rate 6 6 
Treasury Certificates 
(one year) 3.5 3.5 


BALANCE OF PAYMENTS AND TRADE 

Foreign Exchange Reserves ‘ 5,500.9 - 5.8 4,800.0 
Balance (basic) - 381.7 -- - 750.0 
Exports (FOB) ‘ 9,320.9 12.5 10,486.0 
U.S. Share ; 4,930.9 118.6 N/A 
Imports (CIF) 7,311.9 31.8 9,637.0 
U.S. Share 769.9 19.4 N/A 


*1974-75 factor cost 


Main imports from U.S. (estimated values) 1976: Wheat ($91.8), Rice ($25.5) 
Machinery and Transport equipment ($144.4), Parts of telecommunications 
apparatus ($44.0), Chemical elements and compounds ($16.2). 


Sources: Central Bank of Nigeria, Lagos 
Federal Office of Statistics, Lagos 
All 1977 estimates U.S. Embassy Lagos 





SUMMARY. Nigeria's expansion continues at full steam fueled by 
rebounding petroleum revenues. Intent on doing everything at once, 
the country is beset by congestion, inflation, shortages of trained 
manpower and the myriad problems that accompany an over-heated economy. 
Nevertheless, firm political commitment for development and continued 
high oil export earnings promise to keep the growth surge rumbling 
forward. Having successfully handled the challenge of the International 
Black Arts Festival, the FMG should now find time to focus on needed 
infrastructure projects. The revised five-year plan calls for more 
attention to the common man's needs, accenting roads, housing, water 
systems, and agricultural development. 


There have been several noteworthy events in the last six months 
affecting trade and investment. Although the trade account stayed in 
surplus, swelling purchases and a pronounced deficit in invisibles 
turned the balance of payments negative, a situation which will soon 
lead the government into offshore borrowing. Budget constraints have 
also prompted increased strictures on imports and more exacting scru- 
tiny of contracts by the government. Positive signs include increased 
public sector outlays generated by the upwardly revised national plan 
and some encouraging new incentives for oil exploration and production. 
The latter should improve the foreign investment climate which pre- 
viously had been cooled by regulations on "indigenization" or increased 
Nigerian ownership of companies. American firms will have an opportunity 
to impact on the Nigerian market through participation in the Lagos 
International Trade Fair scheduled November 27 - December 11, 1977, 

the first major international exhibition ever hosted by Nigeria. 
Political conditions appear more settled and progress continues toward 
promised civilian rule in 1979. 


Political outlook steadies. The political scene is becoming more stable 
as the trauma of the Head of State's assassination in early 1976 recedes 
into the past. Pace of development, especially in construction; movement 
on schedule toward civilian ryle; successful creation of seven new 
federal states; reform of local government (elections were held in late 
1976); and assertion of Nigerian leadership in Africa all contribute to 
popular approval of the present government. Inflation remains a poten- 
tial cause of unrest, but the government recognizes the danger and is 
making well publicized efforts to combat it. Nigeria is in the process 
of adopting a new constitution to go into effect with the return of 
civilian government in 1979. While a minority of students and intel- 
lectuals criticize the draft constitution as capitalist and elitist- 
oriented, the majority of Nigerians appear to favor a mixed economy 
with ample opportunities for free enterprise and resist the imposed 
ideology and regimentation attendant in a socialist "people's state." 





Equally meaningful has been continuing insistence by top officials of 
federal and state economic ministries that American investment and 
management are very needed here. In the sphere of trade as well, top 
government leaders have stated that more of America's leading companies 
should be active in Nigeria. 


Growth rate spurts, but budget squeeze obliges borrowing. In the April l, 
1976 - March 31, 1977 fiscal year, Nigeria’s Gross Domestic Product, 
measured at 1974/75 factor cost, was $25.5 billion, a real growth gain of 
10.3% over the previous year. With petroleum accounting for roughly 40% 
of GDP, the 16.8% increase in crude oil exports was the prime factor in 
the economy's expansion. Agriculture, fishing and forestry, which 
together make up 25% of GDP, grew only 3%. Projections for another 10% 
GDP gain in fiscal year 1977 rest on an expected increase of 15% in oil 
revenues. Post-1977 prospects have been muted because of stagnant in- 
vestment in the petroleum sector, but fresh government incentives furnish 
new hope. 


For the fiscal year ending in March 1978 total gross revenue for the FMG 
is estimated at $12.09 billion, a 25.3% increase over the previous year. 
Of this sum, $2.84 billion will be allocated to the state governments as 
statutory revenue leaving $9.25 billion for federal spending, now pro- 
jected at $13.6 billion. As $4.9 billion are necessary for recurrent 
expenditures, only $4.35 billion will be available to fund the $8.7 


billion expenditures on capital or development account. According to 
the FMG, internal and external loans must cover the resultant $4.34 
billion gap. It is unlikely that such a large deficit will occur, 
however, as bottlenecks in plan implementation will probably hold actual 
disbursements to no more than 60% of estimated expenditures. If this 
assumption holds for the current fiscal year, less than $800 million 
will be needed in loans. Additional financing may be done by state and 
local governments which this year were given the right to float bonds 

in the capital market. 


Five-Year plan expanded. On April 4, 1977 the government unveiled a 
revised development plan for the period 1975-80. The total nominal 
public sector spending program rises to $68.4 billion from the previous 
total of $48 billion. As planners estimate that only 60% of the plan 
will be implemented, expected disbursements have really risen to $41 
billion from $31.2 billion. The increase in spending stems from in- 
flation in project costs, the requirements of seven new states and a 
new federal capital, and more attention to the practical needs of the 
population at the expense of prestige projects. While the revision 
does not list priorities, the largest sectoral gains appear in trans- 
portation, communications, defense and urban and regional planning. 





Balance of payments goes negative. Export earnings hit $9.321 billion 
in calendar year 1976, 93% of which derived from petroleum sales. 
Merchandise imports were valued at $7.312 billion, resulting in a trade 
surplus of $2.009 billion. Non-merchandise imports, including insurance, 
transportation, and other services, came to $2.215 billion causing a 
current account deficit of $206 million. The capital account had a 
deficit of $176 million for an overall balance of payments deficit and 
foreign exchange outflow of $382 million, sharply in contrast to the 

1975 surplus of $250 million. The FMG has reacted with a series of 
“measures to staunch exchange losses. Insurance must now be written by 
local companies; only 50% of contract fees on consultancy contract fees 
can be remitted; limitations on dividends have been extended for a year; 
import prohibitions and upward tariff adjustments have been widened and 
"conspicuous consumption" has been officially denounced. Recently barred 
from entry are such items as champagne, lace, bottled water, madras, 
carbon paper and cars above 2500 cc engine capacity. Items newly requir- 
ing an import license include common salt, carpets, furniture, watches 
and passenger cars with engine capacity between 2000 and 2500 ccs. Other 
hardly luxury items like preserved fruits and vegetables have remained on 
the license list for over a year. Tariffs have been altered to further 
protect such local industries as tires, clothing, footwear, brewing and 
textiles. 


Inflation eases. Better news comes in the official consumer price index 
climbing 22% in 1976, compared to a rise of 33% in 1975. However, many 
analysts dispute these figures (not surprisingly as the index is based 
on expenditures of urban workers with a maximum income of $1,264 per 
annum) and see the rate lower than last year but still hovering around 
30%. In any case, several measures appear to be working. Money supply, 
for example, increased 61% in 1976, as against 74% in 1975. Dividends 
will continue to be restricted to a nominal rate of 40% in the coming 
fiscal year, but due to the corporate income tax provisions this amounts 
to an effective rate of 16%. Price and wage controls continue, and 
credit ceilings and cash reserve requirements have soaked up some 
liquidity. Rent control edicts, however, for the most part appear to 

be circumvented. Heavy penalties against smuggling have been announced. 
But underlying problems remain. There still is relatively little growth 
in domestic industry or agriculture. Indigenization regulations have 
discouraged foreign manufacturers from setting up operations, depriving 
the country of new productive capacity that was definitely in the offing. 
The awaited breakthrough in distribution channels is still somewhere in 
the future. Port congestion has eased, worsened, eased and then worsened 
again, and the needed road network linking urban and rural areas is not 
yet operative. Losses in trucks from accident and break-down remain 
excessive. Storage space continues to be seriously deficient. Demand 





will outrace supply for long into the future. Yet in all fairness, 
Nigeria has worked hard and spent lavishly to remedy these ills, and 
some results should become visible by early 1978. In Lagos alone, the 
new ring road should loosen the traffic stranglehold on the city, and 
10 new maritime berths should soon be inaugurated. 


Oil output climbs. In 1976, Nigerian earnings from petroleum exports 
totaled $8.6 billion, up from $7.1 billion in 1975 with first quarter 
1977 exports averaging 2.102 million barrels per day. Nigeria should 

be able to maintain its current rate of production and exports through 
the year. In view of price increases in December and April totalling 
just over 10%, oil revenues could reach $9.5 billion this year. Outlook 
beyond 1977, however, is less certain. Increasingly restrictive govern- 
ment policies over the past four years have shrunk profits and caused 
investment in exploration and development of new production facilities 
to dry up. Consequently, a real possibility exists that net depletion 
of oil reserves in developed wells could force actual cutbacks in pro- 
duction by 1979. Aware of this, the FMG in April began discussion of 
proposed new investment incentives with the oil companies. The reaction 
of the latter has generally been that the proposals, while not sufficient 
to stimulate new activity in all areas the FMG wishes to see developed, 
will at least make some projects viable. Given strong demand for light, 
low-sulphur Nigerian crude, particularly in the U.S. market, these new 
incentives should stimulate enough new investment to keep production at 
or near present levels over the next 3-5 years. Maintaining or increas- 
ing production in the early and mid-1980's, however, depends on beginning 
exploration now in deep offshore and far inland areas, and the present 
investment incentive proposals do not appear sufficient to accomplish 
this. Although OPEC may increase prices annually, Nigeria cannot look 
forward to increases in oil revenues of the magnitude required to meet 
Third Development Plan expenditure forecasts. 


Agriculture sector is large buyer. With population and consumption 


trends clearly outrunning farm yields, the past year has seen a heady 
spree of purchases from abroad. In 1976, a of foodstuffs and 
live animals topped $600 million, of which $150 million came from American 
suppliers. Purchases from the U.S. in 1976 were 55% ahead of 1975 and 
are expected to double in 1977. Items to watch in the U.S. share are 
rice, wheat and frozen poultry. Sluggish domestic agriculture expanded 
only 3% during the year, and yields of the largest commercial export 
crops, peanuts and cocoa, are a fraction of what they were several 
years ago. Inadequate inputs, flow of rural workers to the city, 
difficulty in getting credit, skimpy storage and transport facilities, 
and lack of guaranteed prices combine to depress output despite a 
variety of government improvement schemes. Nevertheless, official 
emphasis on lifting agricultural productivity appears more intense 





than ever. The National Accelerated Food Production Program, placing 
technical assistance centers in strategic locations, promises to implant 
new muscle. The FMG has also begun to establish giant 3000 square mile 
plantations on which small farmers continue to live and work, supported 
by a modern facility from which a contracted management company supplies 
farmers with needs ranging from tractors to advice to seeds and fertilizer. 
Banks have again been ordered to reserve higher shares of lending port- 
folios to farmers, all farm equipment and fertilizers are now free of 
import duty, and a streamlined structure of commodity boards has replaced 
the former state marketing board system. Seven boards, each responsible 
for one commodity, have been set up around the nation in respective grow- 
ing areas (e.g., Cocoa Board in Ibadan, Groundnut Board in Kano, etc.). 
Agricultural sector purchasing is increasingly decentralized in the states 
and sellers should direct their efforts there. 


Indigenization policy formalized. Six months after the first notification 
of a new Nigerianization ownership policy for business, the Nigerian 
Enterprises Promotion Decree was published in January 1977. The three- 
schedule decree supercedes all previous measures and must be implemented 
by December 31, 1978. Schedule I contains 40 categories of business re- 
served exclusively for Nigerians, including wholesale distribution of 
locally produced goods, advertising, garment manufacture, and blending 
and bottling of alcoholic drinks. Schedule II contains 56 categories of 
business which must have at least 60% equity participation by Nigerians 
including commercial, merchant and development banking, beer brewing, 
construction, distribution and servicing of motor vehicles, manufacture 
of plastic and rubber products and mining and quarrying. Businesses not 
covered in Schedule I and II fall into Schedule III which requires at 
least 40% ownership of equity by Nigerians. These schedules provide 
only a rough guide and some companies with activities in more than one 
schedule must seek further clarification of their status. Strict 
penalties oppose sale of ownership to a Nigerian front man to mask 
continued alien control, and no individual may be allotted more than 

5% of the equity of a company or a portion valued at $79,000, which- 

ver is higher. According to some sources the indigenization decree 
will result in 200 new issues in the Lagos Stock Exchange with new 
shares valued well in excess of $316 million. Most companies will 
probably wait until the end of the 1978 grace period to dispose of 
equity, but large trading companies have been given incentives to do 

so by June 1977. 


Nigerian officials explain at least 70% of vital economic sectors were 

in the hands of foreigners, a situation which Nigerians felt called for 
the "commanding heights" to be passed back into local hands. Moreover, 
they point out that the most practical way to transfer technology is to 
have Nigerians involved in the ownership of the organizations receiving 





the transfer. No new changes in the rules loom in the foreseeable future. 
Ministry spokesmen as well as local businessmen state that foreign manage- 
ment and organizational skills, especially American, are crucial for 
success and these will not come without foreigners having equity. 
Investment interest from abroad is again picking up, one pragmatic 
approach being for the foreign firm to make its investment in the form 

of equipment sold to the joint venture and then enter into a management 
contract. Anyone considering investment, however, must take ample time 
to survey the whole Nigerian scene, select suitable partners and care- 
fully scrutinize all the legal requirements, particularly repatriation 
limitations on dividends and fees. 


Implications for the U.S. Some noteworthy facts cannot be overlooked. 
American exports to Nigeria have more than doubled in the past two years, 
rising from $346 million in 1974 to $770 million in 1976. Sectors have 
been penetrated by U.S. goods and services for the first time. Nigeria 
is the eighth most populous nation in the world, and the fifth largest 
trade supplier to the U.S. It enjoyed a $4.1 billion trade surplus with 
us in 1976, its sales to us being six times greater than our sales to 
Nigeria. Since 1969 Nigeria's growth rate has been in excess of 8%. 

But as roughly 11% of Nigeria's imports and 20% of its foreign private 
investment come from America, there is room to do more. Reinforcing 

the message of the statistics is a perceptible improvement in political 
relations in the past year, a development which has seen Nigerian leaders 
invite more activity on the part of American firms. Another factor to be 
considered is Nigeria's timetable to return to civilian rule in 1979, a 
date by which the regime wants to achieve as much as possible. In many 
cases, Americans offer the best means to get the job done well and on 
time. 


An analysis of development objectives and purchasing trends indicate 
that certain sectors offer special promise. Transport is needed more 
than ever to bind the nation together with trucks, buses and rail 
equipment. Water resources are receiving urgent attention and strong 
demand exists for related machinery and services, including borehole 
drilling, submersible pumps, and pipe-making equipment. A survey of 
timber resources has recently been completed and sawmill and wood- 
working machinery sales are brisk. Communications equipment is much 
wanted, as are companies that will produce items here. Medicinal 
products, which accounted for $210 million in imports in 1976, should 
swell with upward budget adjustments in health care sector; stocks 

were very low last year and need replenishment. After painful delays, 
education programs are expected to get off the ground with requirements 
extending from visual aids to teachers colleges to laboratories. 
Agriculture offers strong potential in all its segments. One leading 
U.S. tractor manufacturer recently held a two-week seminar in the north 
and sold every piece of equipment it could bring into the country. The 





trend is for larger horsepower units to serve larger farms. Food 
producers and handlers, the latter increasingly busy with growing 
imports, need more and better storage facilities. Reefer trucks are 
sought, as are other specialized units such as garbage trucks. 


Still lagging is the presence of large U.S. construction firms, compe- 
tent and tried in international business. Negotiations are now going 
on with several leading construction firms to form joint ventures with 
the FMG. Strengthening the U.S. image, the Nigerian capital develop- 
ment authority responsible for the building of the new federal capital 
city selected the U.S. Geological Survey to perform basic services for 
the project and has recommended a consortium of U.S. firms to do the 
master planning. Able companies are wanted to compete for projects 
ranging from hospitals and roads to factories and power plants. 


Responding very favorably to U.S. sources is the long-neglected con- 
sumer goods sector. Department store buyers’ reaction to calls made 

by American representatives frequently is "Where have you been?”. 

The populace is increasingly attracted to U.S. styles, materials and 
appliances. A trend-setting Nigerian company, recently ordering U.S. 
boots and pants for the first time, predicts a swing to "western cowboy 
dress" in 1978-79. 


The major potential for exports to Nigeria will remain in the field of 


machinery and transport equipment. Imports of this type were roughly 
$3.3 billion in 1976. The second largest import category, valued at 
$2 billion, is manufactured goods. Promising markets in this field 
are iron and steel sheet, yarn and cement. The U.S. should continue 
to dominate in food exports to Nigeria, and another sector for expan- 
sion is chemicals. 


Many of the projects in the 1975-80 Plan have been contracted for. But 
those still available include a petrochemical complex expected to cost 
$474 million, two export refineries expected to cost $158 million, two 
liquefied natural gas plants expected to cost $2 billion, the installa- 
tion of standard gauge railroad track expected to cost $930 million and 
several major highway projects. 


The FMG is mainly encouraging investment in the fields of medium to 
high technology manufacturing. Businesses which fall into Schedule III 
of the indigenization decree requiring only 40% Nigerian ownership are 
largely made up of such firms. Examples include manufacture of agri- 
cultural machinery, of motor vehicles and motorcycles, of radio, 
television and communications equipment, and of drugs and medicines. 
The same products loom large in Nigeria's imports. At the beginning 
of the five-year plan only 15% of the consumption of drugs and 





medicines, 14% of basic industrial chemicals, fertilizers and pesticides, 
and 1% of machinery and equipment excluding electrical equipment were 
produced locally. Other promising areas for which only 40% Nigerian 
ownership is required include hotels, oil servicing companies and data 
processing services. 


In their activities, American firms must remember certain basic points. 
Patience and market research are crucial. Successful ventures do not 
come from hurried visits. Local partners or agents need very careful 
study before selection; the prospective Nigerian representative who 
makes a good impression when calling on the home headquarters of an 
American firm may turn out to be a very weak reed in his own homeland. 
In all sales packages, a comprehensive training component is vital; 
Nigeria does not simply want to buy, it wants to learn. A rightfully 
proud, increasingly strong developing nation, it expects the same 
attention and reliable back-up service accorded industrialized western 
countries. The groundwork and effort needed to complete transactions 
often exceed that required elsewhere; long delays, problems and frus- 
trations can be expected. But there is a powerful market that continues 
to expand, and a wealth of investment opportunities which are only 
lightly tapped. It should also be kept in mind that Nigeria's actions 
and her preferences exert a significant demonstration effect in much 
of Africa. An excellent way to make the most of the potential which 
Nigeria offers is participation in the Lagos International Fair which 


will run from November 27 to December 11, 1977. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 











